1966 Highlights FINANCIAL 1966 1965 Increase 
Income $ 89,006,000 $ 80,292,000 10.9%, 
Expenses, not including taxes . $ 36,307,000 $ 30,700,000 {8302 
Income and other taxes . $ 30,176,000 $ 29,255,000 Shs) 
Earnings $ 22,523,000 $ 20,337,000 
per share . $4.43 $4.00 10.8% 
Dividends . $ 18,314,000 $ 17,551,000 
per share. $3.60 $3.45 4.3% 
Capital expenditures $ 4,513,000 $ 11,172,000 
Cash flow from operations—per share $6.94 $6.42 
OPERATING 
Deliveries (barrels per day) 604,944 558,045 8.4% 
Barrel miles (millions) 267,354 241 264 10:87, 
The Pipe Line Canada _—_ United States Total 
Transportation Miles of main line pipe—size 12” : : : 66 26 92 
System 16” , , : 428 — 428 
31 18” , : ‘ 39 324 363 
(as at December 31, 20" 594 8 602 
ane) DAtra 772 = 772 
26” ; ; P 2 324 326 
30” 3 ; : 7 633 640 
34” : ? : 143 187 330 
2,051 1,502 3,553 
Number of pumping stations . 2 : 20 19 39 
Installed horsepower —diesel 78,840 51,440 130,280 
—electric . 66,750 74,750 141,500 
145,590 126,190 271,780 
Line fill in barrels (provided by shippers) 4,859,000 5,548,000 10,407,000 
Tankage capacity in barrels 4,940,000 3,587,000 8,527,000 
Refineries served : : : ; 18 iS Sil 


Separate streams of crude oil transported > : Dl 
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Directors Report to Shareholders 


1966 was a year which resulted in drastic upward 
revisions to delivery schedules far beyond expec- 
tations. The quantity of crude petroleum trans- 
ported was the greatest in the Company’s 
history and consequently was a period of further 
growth and development. Total deliveries of 
crude oil in 1966 amounted to 220.8 million 
barrels—an increase of 17.1 million barrels over 
1965. Earnings were likewise higher in 1966, 
equivalent to $4.43 per share, compared to $4.00 


per share in the previous year. 


The expanded demand for crude oil, developing 
as it did in the latter part of 1966, was a situation 
which prevailed throughout North America with 
refineries and transportation facilities operating 
at capacity. In the case of Interprovincial, spare 
line capacity, which had been deemed adequate 
for the 1966 requirement, was completely elimi- 
nated. Pumping facilities were taxed to their 
limit and, as a result, operating expenses increased 
materially over the previous year—fuel, power 


and maintenance costs were particularly affected. 


INTERPROVINCIAL 
PIPE TINE COMPANY 


Interprovincial’s policy—stated on many oc- 
casions—is to provide transportation for crude 
petroleum in the most efficient manner at pub- 
lished tariffs consistent with economic conditions. 
To this end, the Company is extremely conscious 
of changes which will provide more efficient and 
economical operations. Among the improve- 
ments now in advanced stages of completion are 
the conversion of three diesel pumping stations in 
Manitoba to remotely controlled electric opera- 
tion. Hours, almost without limit, have been 
spent on computer studies which are aimed at 
having a complete remotely controlled operation 
during 1967. At that time Interprovincial will 
become one of the most highly automated crude 
oil pipe line systems in the world. To keep pace 
with the growing economy and expanding 
market, a large capital expenditure program of 
over $70 million will be undertaken in 1967. 
This program will provide additional capacity to 
the present system to meet the expected refinery 
demand for crude in 1968. Substantial pipe line 
loops and additional horsepower will be added 


during the year. 


Financial Review 


EARNINGS AND DIVIDENDS 


Consolidated earnings for 1966 were $22.5 
million, equivalent to $4.43 per share. This was 
10.8°/, more than the $4.00 per share earned in 
1965. 


During the year $18.3 million, 81.39% of the 
current year’s earnings, was paid to the share- 
holders as dividends compared with $17.6 million 
or 86.3% of 1965 earnings. Dividend payments 
totalled $3.60 per share compared with $3.45 per 
share in 1965. Regular dividends were paid at 
the rate of 85 cents per share in the first two 
quarters and increased to 90 cents in the third and 
fourth quarters, together with an extra dividend 


of 10 cents per share in the last quarter. 


INCOME AND EXPENSES 


Transportation revenue of $87.8 million was 
10.1% more than in 1965. Income from short 
term investments was substantially higher than in 
1965 due to the investment of proceeds from the 
sale of $35 million debentures and generally higher 


interest rates prevailing throughout the year. 
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Operating and administrative expenses of $19.2 
million increased by $3.4 million. While higher 
salary and benefit payments contributed to the 
increase, the major part of the additional expense 
was for fuel and electric power required to trans- 
port the additional volumes of crude oil. Fuel 
and power costs for each section of the system will 
continue to increase at a faster rate than the 
volumes of crude oil transported until such time 


as each section is looped out. 


As more fully explained in Note 6 of the Financial 
Statements entitled ““Amortization of Facilities to 


be Retired”, the write-off of $1,586,000 represents 


EARNINGS AND DIVIDENDS 
(in dollars per share) 
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approximately 50% of the value of pipe line 
facilities which will be retired during 1967 at three 


diesel pumping stations in Manitoba. 


TAXES 


To meet the ever increasing needs of municipal, 
provincial, state and federal governments, the 
Company continues to carry an extremely heavy 
tax burden. In 1966 taxes amounted to $30.2 
million which is 34°, more than earnings. Under 
today’s conditions governments have a major 


interest in business activities. 


Note 3 of the Financial Statements entitled “Pro- 
vision for Income Taxes’, details the present 
status of the Company’s long-standing dispute 
with the Canadian Department of National 
Revenue. Involved is the Company’s claim that 
the 15% tax withheld at source on bond interest 
received from its United States subsidiary is a 
foreign tax credit and therefore is an allowable 
deduction from Canadian income taxes. As 
stated in the 1965 Annual Report, the tax assess- 
ments were appealed to the Exchequer Court of 
Canada. Some progress has been made in this 
dispute and it is confidently expected that the 
case will be fixed for a hearing before the Ex- 


chequer Court within the next few months. 


New FINANCING 


On November 1, 1966, $35 million 6° Sinking 
Fund Debentures, Series A in interim form, were 
sold to the public at par through the Company’s 
underwriters. When exchanged, on or after 
March 1, 1967, for definitive certificates, the de- 
bentures will have attached Share Purchase 
Warrants, in bearer form, which will entitle the 
holder to purchase capital stock of the Company 
in the proportion of five shares per $1,000 of 
principal amount of debenture, at $85 per share, 
at any time on or before November 1, 1976. The 
proceeds from this issue will be used to finance a 
portion of the Company’s 1967 construction 


program. 


HOW INTERPROVINCIAL’S INCOME WAS USED 
(in millions of dollars) 
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Additional financing will be required in 1967. It 
is anticipated that the recent improvement in the 
availability of funds in Canada and United States 
will enable the Company to obtain its require- 


ments on more reasonable terms. 


WORKING CAPITAL 


Funds generated from operations during 1966 
amounted to $35.3 million, equivalent to $6.94 
per share compared with $32.6 million or $6.42 
per share in 1965. This was more than sufficient 
to provide for dividends, sinking fund require- 


ments and capital expenditures. 


SUBDIVISION OF CAPITAL STOCK 


The proposed Private Members Bill to subdivide 
the Company’s capital stock on a five-for-one 
basis again failed to receive approval of Parlia- 
ment by the end of the year. As stated in last 
year’s Annual Report, in January, 1966 a new 
Bill was introduced at the opening of the current 
Session of Parliament. The necessary approval of 
the Senate was obtained and the Bill is now 
before the House of Commons. It was deemed to 
have received First Reading on February 10 and 
was considered for Second Reading twice in 
February, once in March and again in June. On 
each occasion it was “talked out”? by members of 
the opposition parties during Private Members 


Hour. If the Bill is not passed by Parliament 
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before the current session ends, the authorizing 
by-law will have lost its validity and a new by- 
law will have to be approved by the shareholders 


before a new Bill can be introduced in Parliament. 


Opera tions Review 


Receipts and deliveries of crude petroleum in 
1966 again set new records. Receipts averaged 
607,300 barrels per day compared with 561,700 
in 1965 and deliveries of 604,900 barrels per day 
were 46,900 higher than 1965. Deliveries in 


CRUDE OIL RECEIPTS 
(in thousands of barrels per day) 
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December established a new high of 660,000 
barrels per day. The difference between the 
volume of oil received and delivered results from 
using crude oil for fuel in diesel engines, inven- 
tory adjustments and oil losses inherent in pipe 


line transporation. 


CrupE Or RECEIPTS 


(in thousands of barrels per day) 


1966 1965 Increase 


Alberta . : J aa O59 8.4% 
Saskatchewan : 2454 228.8 7.3), 
Manitoba . ;  U4895 1419 5.0%, 
United States ) ; 6.8 4.9 39.4% 


607.3 561.7 8.1% 


CruDE Om DELIVERIES 


(in thousands of barrels per day) 


Increase 


1966 1965 (Decrease) 


Edmonton for West 


Coast 8.5 14.6 (41.8)% 


Prairies : ; 8 OS AY, 


United States 
West of Lake 


Michigan . : 4 0. oo 

East of Lake 

Michigan . : . 83.8 56.8 47.4% 
Ontario 3 : me S201 308.2)" 3.97, 


604.9 558.0 8.4%, 


Barrel miles were 10.8°/, higher than in 1965 
whereas deliveries increased by only 8.4%. This 
was a result of increased volumes of oil from 
Alberta together with larger deliveries to re- 


fineries at the eastern end of the pipe line system. 


Exports to the United States, which increased 
substantially during the latter half of the year, 
accounted for 34,300 barrels per day or 73.1% of 
the total increase in deliveries. The 320,100 
barrels per day transported for the seven refineries 
in Ontario, which in aggregate are Inter- 
provincial’s largest customers, accounted for 


52.9% of the total 1966 deliveries. 
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Construction 


1966 REVIEW 


A comparatively small construction program of 
$2.2 million was carried out as scheduled. During 
the year, however, the program was augmented 
to provide for the unexpected increase in demand. 
A supplementary construction program was 
initiated consisting of two temporary pumping 
units between Edmonton and Regina and addi- 
tional horsepower at Superior, Wisconsin, West 


Branch, Michigan and Westover, Ontario. 


The pumping station at Manistique, Michigan 
was completed and considerable progress was 
made on the electrification and remote control 
program. As a result of the additions to the 
planned program, capital expenditures in 1966 
totalled $4.5 million leaving a carryover for work 


to be completed in 1967 of $5.1 million. 


1967 FORECAST 


The construction program planned for 1967, 
together with about $5 million carried over from 
1966, is now estimated to cost $76 million. Upon 


completion of the program, capacity will be in- 
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creased over 100,000 barrels per day between 
Edmonton and Sarnia and to a lesser extent east of 
Sarnia. It is expected that these expenditures will 
establish a reasonable level of spare capacity, as 
well as provide for presently anticipated demands 


in 1968. 


In the section of the pipe line system between 
Edmonton and Superior 413 miles of 34” pipe 
will be installed. This, together with 330 miles 
already in operation, will complete 68% of the 
third line. Between Sarnia and Toronto 57 miles 
of 20” line will be constructed as the first step in 
looping this section of the system. To fully 
utilize the main line additions, a total of 56 pump- 
ing units will be added at various locations having 


a total horsepower of 132,395. 


The following table summarizes the new con- 


struction by sections of the pipe line system: 


Pumping Equipment Looping 


Horse- 
Units power Size Miles 


Edmonton-Regina . 20 46,000 34” 176 


Regina-Gretna . - +4. -10;0009*34 ae" 156 
Gretna-Superior - *6 12,240 734 et 
Superior-Sarnia P20 2055 = 
Sarnia-Toronto % aS 7,200 20 57. 
Westover-Buffalo . 3 5,000 — 

“aA 132,505 470 


The capacity of the various sections of the pipe 
line system, upon completion of the 1967 con- 


struction program, will be: 


In barrels 
Line Section per day 
Edmonton-Regina 516,000 
Regina-Cromer 532,000 
Cromer-Gretna . 709,000 
Gretna-Superior 664,000 
Superior-Sarnia . 563,000 
Sarnia-Port Credit 280,000 
Westover-Buftalo 76,000 


General 


The Company’s employees in Canada were 
granted wage increases which approximated 8%, 
early in 1966. No changes were made to wage 
rates for employees in the United States during 
the year; however, in February, 1967 an increase 
of approximately 4% was granted. This followed 
patterns which developed in the Canadian and 


United States oil industry. 


The Company was saddened by the death of Mr. 
John F. Fairlie who joined the organization on 
March 1, 1964 as Executive Vice-President. 


During his relatively short service, he gave un- 


sparingly of his time and contributed materially 


to Company policy and Operating matters. 


In November Mr. D. G. Waldon, formerly 
General Manager in Edmonton, was appointed a 
Vice-President in the Executive Office in Toronto. 
At the same time Mr. R. K. Heule was appointed 


General Manager. 


Changes occurred in the Board of Directors 
during the year. The untimely death of Mr. D. 
H. Cooper caused a vacancy which was sub- 
sequently filled by Mr. J. A. Cogan, a Vice- 
President and Director of Imperial Oil Limited. 
In December the Board of Directors was in- 
creased from nine to eleven members. To fill 
these positions Mr. Paul L. Kartzke, President and 
Director of Shell Canada Limited, and Mr. D. G. 
Waldon, Vice-President of the Company, were 


appointed to the Board. 


The continued progress and success of the 
Company is largely dependent upon the con- 
scientious efforts of its employees. The Board 
and Management gratefully acknowledge their 


sincere and effective contributions during 1966. 


On behalf of the Board of Directors 


NE Gc4e 


President 
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Consolidated Statement of Source and Application of Funds 


(expressed in Canadian currency) 


For the years ended December 31 


1966 
Funds were provided from the following sources: 


Earnings for the year . 
Add—Non-cash charges and (credits) to earnings: 


$22,922,052 


1965 


$ 20,336,576 


Depreciation and amortization (Note 6) . 12,346,291 10,431,102 
Deferred income taxes (Note 4) 417,716 1,642,127 
Deferred investment tax credit, net (Note 5) (124,037) 121,354 
Other : : 123,601 116,831 
Funds provided from operations 35,286,223 32,647,990 
Long term debt issued — 
51% First Mortgage and Collateral Trust Bonds, Series E - 12,000,000 
6%, Sinking Fund Debentures, Series A . ; : ; 35,000,000 — 
70,286,223 44,647,990 
Funds were expended for the following: 
Dividends 18,314,215 17551423 
Long term debt rene or iicladeda in current labia: 9,575,909 9,328,598 
Additions to pipe line transportation system 4,513,187 11,172,426 
Government of Canada special refundable tax . 651,343 -- 
Cost of issuing long term debt 619,656 117,818 
Other transactions, net 96,100 (144,556) 
33,770,410 38,025,409 
Increase in working capital . ; 36,515,813 6,622,581 
Working capital (deficit) at beginning of year (11,949,110) (18,571,691) 
Working capital (deficit) at end of year $ 24,566,703 $(11,949,110) 
The accompanying notes are part of the financial statements. 
Capital Stock (as at December 31) 
1966 1965 
Shareholders % Shares % Shareholders % Shares % 
Canada : ; : : . 14,846 91 4,522,074 89 13,999 90 4,490,035 
United States . : ? se ede) 8 510,004 10 1,338 9 540,758 
Other Countries 185 1 55,204 1 184 1 56,489 1 
16,290 5,087,282 Bowe | 5,087,282 
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Consolidated Statement of Earnings 


(expressed in Canadian currency) 


Income: 


Transportation revenue ; 

Profit on purchase of company bonds foe sinking fond 
Income from short term investments 

Sundry income . 


Expenses: 
Operating and administrative expenses 
Taxes, other than income taxes 
Provision for depreciation 
Interest on long term debt 
Loss on foreign exchange (Note 1) 
Amortization of facilities to be retired (Note 6) 


Earnings before income taxes 


Provision for income taxes: 


Current (Note 3) 
Deferred (Note 4) 
Deferred investment tax credit, net - (Note 5) 


Earnings for the year . 


Earnings per share 


For the years ended December 31 


1966 1965 
$ 87,787,376  $ 79,718,341 
474,137 322,321 
654,245 180,556 
90,351 71,022 
89,006,109 80,292,240 
19,216,932 15,833,125 
4,291,775 4,097,944 
10,760,291 10,431,102 
4,274,187 4,006,192 
470,272 430,301 
1,586,000 - 
40,599,457 34,798, 664 
48,406,652 45,493,576 
25,590,321 23,393,519 
417,716 1,642,127 
(124,037) 121,354 
25,884,000 25,157,000 
$ 22,522,652  $ 20,336,576 


Consolidated Statement of Retained Earnings 


(expressed in Canadian currency) 


Balance at beginning of year 
Earnings for the year . 


Dividends 
Balance at end of year 


For the years ended December 31 


1966 
$ 45,050,738 
22,522,652 


67,573,390 
18,314,215 


$ 49,259,175 


The accompanying notes are part of the financial statements. 


1965 
$ 42,265,285 
20,336,576 


~ 62, 601,861 
Wf fe a i 


$ 45,050,738 
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Consolidated Balance Sheet (expressed in Canadian currency) 


Assets 


Current Assets: 
Cash . 4 
Term deposits with Canadian Ae ae : 5 
Short term investments, at cost which is equivalent to care 
Transportation charges receivable . 
Other accounts receivable : 
Deposit for bond interest due January 1 . 
Inventory of materials and supplies, at cost 
Prepaid expenses 


Other Assets and Deferred Charges: 


Government of Canada special refundable tax . 
Unamortized expense on long term debt 
Other 


Pipe Line Transportation System, at cost (Note 10) 
Less—Accumulated depreciation and amortization (Note 6) 


Auditors’ Report 


To the Shareholders of INTERPROVINCIAL Pipe LinE Company: 


As at December 31 


1966 1965 
$ 1,184,861 $ 848412 
26,518,788 590,185 
14,163,487 521,772 
6,913,087 5,468,589 
204,562 294,889 
491,735 571,347 
961,240 963,160 
275,569 241,193 
50,713,329 9,499,547 
651,343 
829,422 238,416 
448,968 440,618 
1,929,733 679,034 
334,507,083 330,675,603 
117,653,131 105,910,686 
216,853,952 224,764,917 
$269,497,014  $234,943,498 


We have examined the consolidated balance sheet of Interprovincial Pipe Line Company and subsidiary companies as at 
December 31, 1966 and the consolidated statement of earnings, the consolidated statement of retained earnings and the consoli- 
dated statement of source and application of funds for the year then ended. Our examination was made in conformity with 
generally accepted auditing standards and accordingly included such tests of the accounting records and such other auditing 


procedures as we considered necessary in the circumstances. 


rr 
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and subsidiary companies 


Liabilities 


Current Liabilities: 
Accounts payable 
Interest on long term debt 
Income and other taxes 
Long term debt due within one year NG yar 


Long Term Debt (Note 2) 

Provision for Employee Retirement one 
Deferred Income Taxes (Note 4) 

Deferred Investment Tax Credit (Note 5) 


Shareholders’ Equity: 
Capital stock (Note 7)— 
Authorized —$200,000,000 divided into 40,000,000 shares, 


par value $5 each 
Issued —5,087,282 shares . 


Contributed surplus— premium on shares 
Retained earnings 


Approved on Behalf of the Board: 


Sea Sayre 


T. S. Johnston, Director 


oa 
R. D. Parker, Director 


The accompanying notes are part of the financial statements. 


As at December 31 


1966 


1965 


$ 2,499,989 


$ 1,589,300 


1,543,862 1,279,648 
15,037,846 13,912,759 
7,064,929 4,666,950 
26,146,626 21 448,657 
119,087,028 93,662,937 
157,210, 227,871 
27,836,843 21 ALD A2Z7 
1,538,183 1,662,219 
25,436,410 25,436,410 
20;035,539 20,035,539 
49,259,175 45,050,738 
94,731,124 90;522;687 
$269,497,014 $234,943,498 


In our opinion these financial statements present fairly the financial position of the Companies as at December 31, 1966 


and the results of their operations and the source and application of their funds for the year then ended, in accordance with 


generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Edmonton, Alberta 
February 3, 1967 


Pee Fane Mm oN 


Chartered Accountants 
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INTERPROVINCGIAL 
PIPE LINE COMPANY 


and subsidiary companies 


Notes to Financial Statements 


1. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of Interprovincial Pipe Line Company and its wholly owned 
subsidiaries. These are Interprovincial Pipe Line Patrol Company Limited in Canada and Lakehead Pipe Line Company, Inc. 
and its subsidiary, Pipe Line Service Company, Inc. in the United States. 


United States dollar amounts have been expressed in Canadian dollars on the following bases: 
Current assets and liabilities—at the rate of exchange December 31; 


Other assets and liabilities—at historical rates of exchange except for accumulated depreciation which is translated on the 
basis of equivalent Canadian dollar cost of the related fixed assets; 


Income and expenses—at monthly rates of exchange except provision for depreciation which is translated on the same 
basis as the related fixed assets. 


Net losses of $470,272 arising from the foregoing methods are shown on the Consolidated Statement of Earnings as Loss on 
foreign exchange. 


2. LONG TERM DEBT: 
(in thousands of dollars) 


Originally Outstanding December 31 
issued 1966 1965 
Expressed in Canadian 
currency 
Interprovincial Pipe Line Company — 
First Mortgage and Collateral Trust Bonds— 
Series A—3'/,% due January 1,1970 . : : ; . . $37,000 Can. $ 13,876 $ 16,188 
B—3'/,% due January 1,1970 . 4 2 ; ’ : 35,000 U.S. 14,502 16,920 
C—4% due April il, WWE e : : ; : : : 60,000 U.S. 32,925 37,700 
D—3°%,% due April 1, 1974 4 4 : 5 : : 30,000 U.S. 17,978 20,184 
E5745 due April 1, 1985 ; , : 5 , : 12,000 Can. 12,000 12,000 
91,281 102,992 
Sinking Fund Debentures— 
Series A—6%, due November 1, 1986. : : ; . . $35,000 Can. 35,000 = 
126,281 102,992 


Less—Long term debt due within one year, including bonds purchased 


and held for sinking fund ; : ; : ; : 7,194 9,329 
$119,087 $ 93,663 


Payments required on Long Term Debt for the years 1968 to 1971 expressed in Canadian currency are $10,194,000 in 1968; 
$24,689,000 in 1969; $7,271,000 in 1970 and $7,341,000 in 1971. 


3. PROVISION FOR INCOME TAXES: 


Bond interest paid to the Company by the United States subsidiary is subject to a 15% withholding tax which the Company 
claims as a foreign tax credit for Canadian income tax purposes. The Canadian income tax authorities have issued assessments 


a ae years 1960 through 1965 which disallowed the greater part of the foreign tax credit claimed in respect of such with- 
olding tax. 
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Counsel has advised that the assessments are ill founded in law and the Company has filed Notices of Objection thereto. The 
assessments in respect of the years 1960 and 1961 have been appealed to the Exchequer Court of Canada and hearing is awaited. 


Pending determination of the issue the Company has made full provision for the taxes involved and, in order to avoid possible 


interest penalties, has paid such taxes under protest. The total disputed taxes provided to date amount to $1,872,000 of which 
$212,000 was provided in 1966. 


4. DEFERRED INCOME TAXES: 


The Companies’ policy is to provide for depreciation of fixed assets on the straight line method at annual rates which will 
amortize the cost of depreciable properties over their estimated service lives. Under Canadian and United States income tax 
regulations more depreciation may be deducted for tax purposes than the amounts recorded in the accounts for Provision for 
depreciation and Amortization of facilities to be retired (Note 6). The Companies are taking advantage of the maximum 
deductions permitted for tax purposes which results in a deferment of taxes to future years when amounts deductible will be 
less than the depreciation recorded in the accounts. 


The net amount of $417,716 deferred for 1966 is shown on the Consolidated Statement of Earnings under Provision for income 
taxes. The cumulative total of $27,836,843 deferred for 1966 and prior years is carried on the Consolidated Balance Sheet under 
the heading Deferred Income Taxes. 


5. DEFERRED INVESTMENT TAX CREDIT: 


The United States subsidiary companies were allowed a credit against income taxes payable of a specified percentage of the cost 
of most depreciable assets acquired and placed into service subsequent to December 31, 1961. However, during 1966 the United 
States Government enacted legislation suspending such credit from October 10, 1966 to December 31, 1967. 


The investment tax credit has been deferred and is being taken into earnings over the lives of the related assets. The credit 
applicable to assets which qualified in 1966 is not significant. The credit to earnings of $124,037 is shown on the Consolidated 
Statement of Earnings under Provision for income taxes and the unamortized portion of $1,538,183 is shown on the Con- 
solidated Balance Sheet under the heading Deferred Investment Tax Credit. 


6. AMORTIZATION OF FACILITIES TO BE RETIRED: 

In the interests of operating efficiency and reduced costs, the diesel pumping equipment located at three pump stations in 
Manitoba will be replaced with remotely controlled electrical pumping units. As a result of this modernization program 
certain fixed assets will become surplus to requirements and will be retired from service on completion of the electrification 


program in 1967. 


Normal depreciation on the same basis as in prior years will continue to be provided on such assets during the period they 
remain in service and if no other action were taken they would have a net book value of approximately $3,172,000 at the time 
of retirement. In order that the assets will be fully written off when they are retired, the Company is providing amortization 
of $3,172,000 by additional charges to earnings during 1966 and 1967. Consequently $1,586,000 has been charged to earnings 
in 1966 and is shown on the Consolidated Statement of Earnings as Amortization of facilities to be retired. 


7. CAPITAL STOCK: 

During 1966 the Company sold $35,000,000 of 6°%/, Sinking Fund Debentures. When the debentures are issued in definitive 
form on March 1, 1967, they will have share purchase warrants attached which will entitle the holders to purchase capital 
stock of the Company, on or before November 1, 1976, at $85 per share. A total of 175,000 unissued shares has been reserved 
to meet this commitment. 

By-law number 23, approved at a special general meeting of shareholders July 15, 1964, authorized the Company to petition 
the Parliament of Canada to pass a Special Act to subdivide each share of capital stock of the par value of $5 into five shares of 
the par value of $1 so that the authorized capital shall be $200,000,000 divided into 200,000,000 shares. Bills were introduced 
in 1964 and 1965 to effect the share subdivision, but in each instance Parliament was prorogued or dissolved before either Bill 
was passed. A new Bill was introduced in January, 1966 and has been passed by the Senate but has not been passed by the 
House of Commons. 


8. RETIREMENT PLAN: 


Effective January 1, 1966 the Company revised the Retirement Plan for its Canadian employees for both past and future service, 
including integration with the Canada Pension Plan. The revisions give rise to an actuarial liability for past service benefits in 
the principal amount of $1,176,000 which, together with interest, will be charged to earnings over a period of not more than 
twenty years. 


9, REMUNERATION OF DIRECTORS: 
The total amount deducted on the Consolidated Statement of Earnings for remuneration paid to salaried and other directors 
was $68,310. 


10. PIPE LINE TRANSPORTATION SYSTEM: 


It is estimated that expenditures in 1967 to complete construction in progress and for further expansion will amount to ap- 
proximately $75,600,000. These expenditures will be financed partially from proceeds of the $35,000,000 Sinking Fund 
Debentures issued in 1966. 
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FINANCIAL (in thousands of dollars) 


Income 
Expenses 
Income taxes 
Earnings 
Earnings per share 


Dividends paid. : 
Dividends paid per share 
Percentage of earnings 


Working capital (deficit) 


Capital additions to pipe line transportation system 


Investment in pipe line transportation system (cost) 
Investment in pipe line transportation system (net) 


Long term debt, less payments due within one year 


Number of shares outstanding . 
Number of shareholders 


OPERATING 


RECEIPTS OF CRUDE O1L PRoDUCED IN: (in barrels per day) 


Alberta . 
Saskatchewan . 
Manitoba 
United States . 


DELIVERIES OF CRUDE Or TO: (in barrels per day) 
Edmonton—for West Coast 
Prairie Provinces : : : 
United States— West of Lake Michigan . 
—East of Lake Michigan 
Ontario 


Barret Mites (millions) . 


1966 1965 1964 1963 1962 1961 1960 1959 1958 1957 
$ 89,006 80,292 74,983 69,999 66,570 59,227 55,162 56,097 49,910 41,930 
$ 40,599 34,798 32,998 31,013 27,914 25,729 24,347 24,059 23,970 22,370 
$ 25,884 25,157 22,783 21,206 20,977 17,402 15,335 16,434 12,844 9,596 
$ 22,523 20,337 19,202 17,780 17,679 16,096 15,480 15,604 13,096 9,964 
$ 4.43 4.00 3.77 3.50 3.48 3.17 3.05 3.08 2.59 1.97 
$ 18,314 17,551 16,787 15,755 15,491 14,705 14,184 11,389 9,103 7,075 
$ 3.60 3.45 3.30 3.10 3.05 2.90 2.80 2.25 1.80 1.40 
81.3%, 86.3%, 87.4%, 88.6%, 87.6%, 91.4%, 91.6% 73.0% 69.5%, 71.0% 
$ 24,567 (11,949) (18,572) ~—- (16,057) 689 6,821 6,921 7,997 276 1,329 
$ 4,513 ihe 7,661 23,453 12,350 3,057 5,440 2,667 11,200 22,853 
$334,507 330,676 320,023 += 312,670 += 289,465 = 277,382 =. 274,560 ~~. 269,626 +~— 267,270 ~~ 256,966 
$216,854 224,765 224,125 226,676 212,805 209,461 215,324 218,665 224,700 222,573 
$ 119,087 93,663 90,992 100,073 108,378 115,339 123,758 130,926 137,479 ~—-:143,716 
5,087,282 5,087,282 5,087,282 5,082,982 5,080,482 5,072,493 5,068,343 5,063,313 5,057,813 5,056,533 
16,290 15,521 14,127 12,757 12,582 12,353 11,834 11,901 12,129 11,966 
340,263 313,923 271,366 271,610 251,214 241,717 204,434 206,607 178,323 —- 180,993 
245,435 228,777 216,250 190,281 171,657 146,927 133,528 118,206 108,759 80,507 
14,812 14,110 12,608 10,887 11,190 12,611 13,142 13,752 15,866 16,501 
6,836 4,903 4,487 4,178 123 = = 2 = = 
607,346 561,713 504,711 476,956 434,184 401,255 351,104 338,565 302,948 + —«- 278,001 
8,501 14,595 5,013 3,818 7,172 13,213 18,175 15,370 12,881 23,840 
98,316 91,523 85,300 84,358 82,457 75,162 75,365 74,235 67,972 68,630 
94,231 86,868 77,229 63,642 55,671 51,921 54,067 50,574 54,761 51,973 
83,751 56,833 50,869 50,861 51,288 39,320 8,824 5,186 3,669 4,642 
320,145 308,226 285,556 267,903 235,897 220,200 193,039 191,407 160,714 = 124,605 
604,944 558.045 503,967 470,582 432,485 399,816 349,470 336,772 299,997 273,690 
267,354 241,264 221,691 207,724 186,562 170,468 137,483 135,569 113,997 94,994 
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INTERIM UNAUDITED CONSOLIDATED STATEMENT 


OF EARNINGS 


(Expressed in Canadian Currency in Thousands of Dollars) 


FOR SIX MONTHS ENDED JUNE 30 


Transportation revenue - 


Other income - 


Operating expenses 


Taxes, other than income taxes - 


Provision for depreciation - 
Interest on long term debt 
Loss on foreign exchange - 


Amortization of facilities to be 
retired oh Lge 


Earnings before income taxes 


Provision for income taxes 


(5,087,282 shares) 


1966 


- $42,902 


581 
$43,483 


- $ 8,787 


2,26 
5,365 
2,003 

225 


800 
$19,398 


- $24,085 


- $11,505 


$2.26 


PRINTED IN CANADA 


INTERPROVINCIAL PIPE LINE COMPANY MB INTERIM REPORT For SIX MONTHS ENDED JUNE 30, 1966 


To the Shareholders 


Significant operating and financial statistics for the 
first six months of 1966 compared with the same period 
in 1965, as shown elsewhere in greater detail in the 
Unaudited Consolidated Statement of Earnings, are 
tabulated below. 


First Six Months Percentage 


OPERATING 1966 1965 ~—_Increase 


Deliveries of crude oil 
(barrels per day) - 591,412 541,914 9.1 


Barrel miles (millions) - 131,334 118,053 1s 


FINANCIAL 
Income - - ($000) $43,483 $39,069 iss 
Expenses - - ($000) 19,398 16,968 14.3 


Income taxes - ($000) 12,580 11,786 end 


Net earnings- - ($000) 11,505 10,315 £325 


Pershare - - - - - $2.26 $2.03 
Dividends paid - ($000) 8,648 8,648 
Pernshare =) == 6) $1.70 $1.70 


The increase of 9.1% in crude oil deliveries and 11.3% 
in barrel miles is the result of greater crude demand in 
two or three of the areas served by Interprovincial. The 
increased net earnings of 23¢ per share also reflecting 
the higher volume of crude oil transported, while ex- 
tremely gratifying, is not necessarily an indication that 
the last half of 1966 will show the same degree of 
buoyancy. We would expect, however, that 1966 will 
result in earnings higher than in 1965. 


Expenses for the first six months of 1966 show an 
increase of about $2.4 million, of which $800,000 
shown as ‘‘Amortization of facilities to be retired” is the 
result of a modernization program which your company 
has in its immediate future. This plan will result in a 
write-off of about $3.2 million over a two-year period for 
some undepreciated pumping and auxiliary equipment. 


Diesel pumping stations in Manitoba are to be con- 
verted to electric remotely controlled units which will 
result in lower operating costs and should show a pay- 
out in a relatively short period. 


Fuel and power costs are higher in the first half of 
1966 due to increased horsepower required to trans- 
port the additional volume of crude oil. 


CONSTRUCTION 


1966 construction will entail expenditures of approxi- 
mately $6.3 million which is an increase of about $4 
million over the amount indicated earlier this year. It 
has been necessary to revise our original plans to in- 
crease Capacity due to higher crude demand in 1967 
and the modernization program mentioned earlier in 
this report. 


DIVIDENDS 


On July 20, 1966 your Board of Directors declared a 
regular quarterly dividend of 90¢ per share payable 
September 1 to shareholders of record August 5, 1966. 
This is an increase of 5¢ per share over the quarterly 
rate paid on March 1 and June 1, 1966. 


SUBDIVISION OF CAPITAL STOCK 


This subject was dealt with in a recent letter to share- 
holders. The replies received in this respect far ex- 
ceeded our expectation. Your Management is grateful 
for the support given by these many letters from the 
holders of our capital stock. A further letter commenting 
on the various suggestions which were made, is en- 


closed. 
Sy DAL 


President 
Edmonton, Alberta 


August 3, 1966. 
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Interrrovinctal Sipe bine Company 


T. S. JOHNSTON, Room 901,7 King St. East 
President 
Toronto 1, Ontario 


August 3, 1966 


To Shareholders of 


Interprovincial Pipe Line Company 


The response to my recent letter to shareholders dealing 
with our proposed subdivision of capital stock has been greater than anti- 
cipated. It is most gratifying to realize the shareholders have taken such 
a keen interest in the company's activities. 


Many thoughts have been expressed as to how our stock split 
might be effected and all of them have received serious consideration. 
Unfortunately it is impossible to reply to each letter individually and we 
are, therefore, setting forth our answer to the one predominant question 
suggested by the shareholders. This question is why we cannot effectively 
accomplish a 5 for | split by using authorized but unissued shares and dis- 
tributing four of such shares to each shareholder for the one share he now 
holds. 


It must be realized that before an authorized share can be 
issued by any company, the par value of that share must be paid into the com- 


pany treasury to the capital stock account so that the share will be issued 
as a fully paid up share. In our case with some 5 million shares presently 
issued, four new shares for each share outstanding would result in an additional 
20 million shares of a par value of $5.00 each being issued; thus $100 million 


would have to be paid or transferred into the treasury. There is only one 
source for this money and that is from the company's retained earnings. This 
amount is beyond the resources of the company. 


Another feature of this approach is that such a procedure is 
in effect a stock dividend and unfortunately companies such as Interprovincial 
incorporated by a Special Act of Parliament do not have the necessary authority 
to issue a stock dividend. Before this could be done it would be necessary to 
have our Act of Incorporation amended which obviously would meet with just as 
much opposition by the particular members of Parliament concerned as the stock 
splitting has encountered. 


Again thank you for your interest and you may be assured that 
we are not letting this matter become dormant. 


TY Moki be 


T. Se JOHNSTON 


are 
Testy 
a T 
rt 
Weenie 
ae) ' 
Hi j a 
j % Aa 
aa i 
Ny iy at i 
TH RN NSN oa ee 
{ ) } Paks hi 
if "ie q PO 
Ln ta b, 
Py ox 
My 
, i 
i / 
re 
wo a 
in 7 
aii! fi! 
1 ' hy 
"y 
(it; 
ii 
\ 
ene pte bd oO Sl ey ples bg ey ge Sin niemta F 
Ta hii, 
A MY 
OMA 
a 
} 
j 
| 
ii 
iat if ; bs) eh ee er eae 
ry fi way r a 
“} We tai TT 
wt) y ne Wut uae 
rie Na pbc ai be he YUL a ee et fen 
fl i | i 
ini 4 Peta 
i" 1 
it y 4 P 
y : Mr 
‘ an vd 
¢ Lig ffs 
hy ; F 
rad “as 
‘ rd 4 
Nae ‘ f 
és!) ie } ; pitt 
ialen bee ii ‘py ' 
triad ’ 
Gu aan Wie it 
{ \ ‘me Pie 
A 


